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Popular Consumption Under Communist Chine'’s First Pive Yesr Plan

tme of the most significant policy deelsions emdbodied in Commnist Chine's
Five Year Plan is the one to allocate over 3/4 of state investment funds to
heavy industry, snd other activities that 3o pot add anything to consumer
welfare. The apperent peglect of the standard of living has been cxplained
Bs & necessary consequence of the industrislization program. Other Chinege
Communist officials have stressed that, despite the seeming imbalance in the
pattern of investment. important improvements will be made in the stendard
of living.

These dual claims, that industriali:stion requires the use of almost
all state investment funds for producer goods and services, and that this
concentration of investment funds will not prevent considermble improvement
in the standerd of living, ralse importent questions.

Is it necessery for e nation to use as much as 75 percent of new investment
funds for heevy industry and the like in order to achieve 8 reasonsbly fast
rate of Industriaiizetion? The Indien Five Year Plan is the most effective
ansver to this query, for it furnishes proof that the welfare of present
generations does not have to be sacrificed for some future millenium. Indisn
industrial output has incremsed at an annusl rate of sbout 8 percent under
its first Five Year Plan, a rate that ranks well 4in comperison to development
rates of free Western indusitrial economies. More important, the investment
planned to maintain such increase in India {2 not at the expensze of present
consumption. In fact, Indie plana only to raise investment from 5 to 7
percent of total output of goods and services, vwhile Communist Chins has
imposed an investment rate already double the Indian rate and proposes to

double it egein during the first Five Year Plan.
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Apother contrasting element in the Indian and Chinese Communist Five
Year Plans is the magnitude of sgricultural investment. India hes given
practical recognition to the fact that over 70 percent of its labor force
is engaged in sgriculture and that food mekes up from 60 to 70 percent of
consumption, snd has, accordingly, allocated 45 percent of iis investment
fund to the agricultural sector. Communist China on the other hend -~ with
an even grester proportion of its population engaged in agriculture and with
food pcceupying the lion's share of pecple'’s consumption expenditures » is

~/allocating only B percent of ite investment funds to sgriculture and water
ccnservation. The results - in temms of grailn cutput which Communist China
expects to get from state investment of ¥6 billion - are far out of proportion
to Indien expectations. Communist China expectes grein crops to increase by
£8.9 million tons while Indim is planning on an increase of roughly 7 million
tons from an investment equivalent to 75 percent of Comrunist China's total
investment. That is, for each 1,000 yusn of nev investment Communist China
expects to get 4.7 tons of grein, whereass Indieis plenning on only 1.5 tons
for each 1,000 yuan of investment.

The egbsurdity of Cozmunist China's cepital-output ratioc, not ocnly in
relation to Indis, but in relation to trends in sgricultural production in
other countries, belies their announced expectation as to increased
availsbllity of grain per cspita in 1957. If the plenned allocation of
investiument funds in Communiet Chine is such that grain tergets cannot
possitly be schieved, then one msy conclude that the food component of per

capite consumption msy not even be maintailned, let alone increased.
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Doubts a9 to the ifzbualenced uge of investment funds under Communist

China's first Flve Year Flan are further borne out by & lovk at officlal
stabtietics on per capita sales of consumer goods in Shanesi Province in 1952
end the incresses plenned for 1u57.

The amount of grain sold in Shansi markeis in 1952 to the spproximate
1/3 of the population dependent on market grain purchases amounted to less
than 1/2 kilo of rice per day. The Chinese Commmist plans Pfor improving
this insdequate food supply ere to provide 8 1/2 kilos a year more per
person. On a 1,/7 kilo & day besls, megket-dependent consumers would be
without grein for 2 months of the year.

Chances are that not even this meagre ismprovement in per capita grain
supply will Ye achieved, because, aa was pointed out sbove, it is based on
the well-above-normal incrssse in rate of grein production of sbout 4 percent
per year Fer cepiis seles of chemical fertilizer substantiate this
conciusion, as the peasants in Shens! Province will be provided with only
2 kilos more chemical fertilirer per cspits than in 1952 when less than 1/2
kilo was aveilsble, 3Juch sn inerease in chemicel fertilizer would provide
an increase of not more then & or 5 kilos of grain per capita per year for
the 1952 populstion.

Other aspects of the consumption picture in Shansi Province would inecline
one to question further the psace ab vhich Communist Chine 1s using investment
funds for non consumer activities. Kercsene consumption is to be increased
by 1/2 kilo par caplts by 1957. How much light and heat will 1 kilo of
kerossne provide? Or Judge the afequecy of the plsnned increase in suger
consumption from sbout 1/h kilo to 1 kils per year.
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A aloving down of the rate of industrializetion in favor of a more
effective program to raise present consumption levels would seem to be the
obvious eourse for & government parporting to be the true representative of
worker interests and welfare, Proof of the sincerity of their claims s
certuinly wanting in light of their own consumption statistics.

How does the clothing portion of consumption fere under Communist Chins's
development plans? Cotton cloth sales in Shansi merkets in 1952 were Just
sbout enough to provide each person with one sutlt of padded clothes., The
increased supply will be enough for sbout half of snother suit. The clothing
- Plcture is even less adequate vhen figures on stockings, towels and the like
are analyzed. Even at the end of the Five Year Plan there will be less
than one towel per person. Stocking suppliies will be increased less than
one palr per person to a lititle over i pair.

It cannct be denied that certain consumer goods will be in increased
supply in 1557. However, the resulting level of consumption still will be
very lov. The neglect of consumer goods production in Commnist Chine's
investment planning is such thmt there will be little or no improvement in
the stendard of living during the firet Five Year Plan. One questions the
good of & program that dces nothing for the individusl snd serves only to
strengthen the state.

SOURCES

1.

2. Reopomic § afAsiamthePwEut 1953, Research and Planning
mﬁ&?‘mﬂc Commission for As - Far East, Bangkok, 195k.

3. Shensi Jih Pao, 5 September 19555;
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Ohinese Commumist Grain Procurement Program Unfer the Five Year Plan

Chen Yun in his speech to the Natiomal Pecple's Congress in July 1955
stated that 10,450,000 metric tons of graln (in husked form) vere sold to
consumers by the State during 1954/55 out of bk,650,000 metric tons collected.
OF the 40,450,000 metric tons sold, 18 milifon tons were scld back to the
countryside, snd the vemainder was for urban uses. This was presented as
slloving 560 catiies per person in the cowmtryside. In sccordance with the
Five Year Plan, grain procurement figures vere to be kept constant ab
43,250,000 matric tons for sach of the three grain years from July 1955 W
Juns 1958.

The 560 cetties per peasant quoted applies to the unhucked form. The
proper figure to be comparable with the gratn in husked form sold in urban
srens would be 480 cattles per persch. Moreover, Chen's calculations do not
take into consideration the requirements for seed, feed, and waste, vhich
total shout 30 milliion tons of unhusked grain. This reduces the rursel per
cepita supply to 360 eatties of husked grain per person, compared to en
average of sbout 530 sattiss of Musked grain per person in urbsn Areas.
Furthermore, oven these figures 4o not teke into account the extent to which
pessants are foreed to & food dlet of sweat potatoes and coarse grains that
are not scld extensively in urban Aress.

The fixed level for future levy snd purchase of grain over the last
three years of the Pive Year Plan is open to guestion on WO counts. In
the first place, pessants are to be permitted %o npeluntarily” sell grain

over apd shove thelr guota in future yeara. Under the forced collectivizetion
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progras apd the Comunist trads system, the so-celled “yoluntayy”' purchaszes
gre entirely st the mercy of Commnist policy as enforced by the millions

of Party cedres throughout the country. In the second place, according

to the complete dvaft of the Chinese Communist Pive Year Plan, the purchese
quota for 1957 is 25 million tons of commercisl gredn. Of the 43.25 million
tons to be levied end purchased in 1957, this leaves only 14.25 million tons
to be collected in the form of texes in kind. Between 12 snd 13 percent

of the 1954/55 output wes teken unfer the grain tax, or & total of from

17.5 %o 19.0 million metric tons. Even if the tex as & proportion of total
food crope should decline, - which ie not probsble, - this leaves sbout

5 million metric tons of tax grain unaccounted for in the plsmned 1957 total
of grain collectiouns. Much of this tax grein could simply be lefi out of the
ﬂg@;’:éa 40 be reported for lsvy and purchase, but it 1s more 1ikely that
mﬁ;r the new program, grain taxes from food deficit farm households will

be collected in the form of cash, equivalent to at least 5 million metric
mna of gratn., This means that, in order to meke up the total of planned

| grain eoliections, the burden of the total levy sod purchase progran on

the peasants in 1957 would increase by & to 5 million tons even 1f the

Commmist grain collection goal rensined as stated in the Five Yesr Flan. In
sctual fact, in view of the planned increases in grein production, the tex
rate will probebly remain at 12 or 13 percent and purchases wnder the forced
collectivization progrem will probebly incresse. The actual grain procurement

figure is thus likely to be much higher than stated in the Five Yesr Flan.
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The light Imdustry of Compnist Chins hes been and probebly will continue
to be axm.em with the proluction of ynferior goods. Quality is s0 poo¥
that it me#iwa pencure from the Minister of Light Industry himself. wWhile

the problem is recognized, some of the practices of the govermment tend to

' perpetuate rather than improve the situstion.

" Ihe problem of infertor quality in Light Industyy products bas besn s0
ted ond so obvigus that isst summer high government officinls mede specific
references to it. Chia To-fu, the Minister of Light Industry, in & speech
wefore the Firet Nationel People's Congress, DRde some pointed remarks on
the quality of light inAustrisl products. He gald sbout one~third of the
textile miils failed to fulfill the pian for properly made elath. Another
lending official, the Minister of Textile Industzy mentioned specific
axamples Of poor quality in textiles: *igpgure cotton yarn apd cotton dalls,
gpotty cloth surisce, ranning colors, greal ghrinkege, dull colors of
printed cloth,.."}/ Chie To-fy went on to add that meny peper mills failed
o fulfill the paper quality plan end mentionsd that pewsprint vas full of
dirty spots sl was never vory smooth. Rubber products came in for their
share of critictom: automobile tirves wore out too fsst; rubber raincosis
were stdsky; apd rubber footwear Vas of weak construction. Finally, be
noted that food vas not clean; beer vas lapure; and sosp never had the
right degree of hardness.

The govermment 1s supposedly taking energetic sleps to improve its
product; however to Jjulge by the Textila Industry Suceess has not bDeent

achieved nor will it be in the near future. Tv¥o FRers 60 oriticisms such
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88 those mnde by the Mintater of the Textile Industry were mede sbout
textile pro@unts: “inferiority of guality, non-lasting color, umesvencss in
mengurement, and non-uniformity in specificatioms.” 2/ At the same time
the Mindsters wexe complaining sbout poor quality, they were encoursging
practices vhich vould tend to continue inferfor quality in their products.
M»immmmemmmamu in the use of rav cotton and the
zills were successful in doing ao; hovever, the wvaste and inferior cotion
staples left in the yarn as a result 413 nothing to improve the guality.
Sc much pressure is put on workers and supervisors to inerease cutput, that
quality is given much less emphasiz than quantity in the individusl mills.
If the Comrunist Chinese continue their policy they will make no more
progress in improving the quality of their light industrial products in the
next two yeaxs than they have in the past.

1. #8peach of Chiang Kusnz-nal, Minister of Textile Industry, delivered on
July 26, 1955, to the second seesion of the First National FPeople's
Congress.

2. Ta Ky e, Tien-ching, 20 Des 53.

~

i

Apprdyed For Release 2000/08/29 : CIA-RDP79T01049A001400080005-3



Approved For Release 2000/08/29 : CIA-RDP79T01049A00140008§005-3

The Bloated Dragon or the Case of Inflated Statistics

The purported rise in consumer's goods spnual output of 12.4 percent
during the Five Yeur Flan ss seen in July 1955 by Commmnist China's Miniater
of mg,zm Induatry 1/ copatitutes sn overstatement of fact. The actual
:gwarly production rise in consumer goods during this period more nesxly
spproximates T to 8 percent.

Chis To-fu was referring to the ocutput of modern imdustry end factory
hendicraft industry only (the components of Light Industry). If he had
mede sllovance for the relative decline in output from scurces not covered
in Mintetry figuves, the rise in consumer goods cutput during the plen
period would be considevebly less, perhaps 7 to 8 percent anmually.

This overstatement of production by the Hinister is a consequence of
the growth in importance of the market-oriented sector of the economy
organized under the Production Ministries as opposed to the rural, non-
market-oriented part. Since governwent cluims cover only that part of
production vhich is growing fastest (the msrket-orlented sector) the rate
of growth {s overstated. In general, the emount of oversiatement varies
directly with the incremse in importance of the non-factory sector and
with the difference in the rates of growth of the two seclors.

SOURCES

1. Spesch by Chia To-fu, Minister of Light Industry, at the mtional
People’s Congress, 23 July 1955.
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The Plight of the Communist Chinesse Consuper

Tt vould be natural to think that 1f the profuction of consumer goods
ineressed, the well-being of the consumer would be greatly isproved; howvever
in Commmnist Chins this logie does not work.

Tn Cormunist China, the cutput of light indusiry was restored to prewar
levele by 1952 and incresses in production of consumer goods have continued;
but the consumer has not benefited directly from this improvement because
the government has other uces for the products. Chins uses additionsl output
for investment purpoees rather than for consumption purposes and the use
of light industry cutput to scquire forelgn exchange is given priority
over domestic needs. 1/ China exports incressing quantities of light
industrisl ;rrcducta to import increasing quantities of mhimxw and
industrial rav meterisls. The consumer is forced to do #ithwt s8¢ industry
can develop. A strict ration system leaves only the bare mintmum of goods
in consumer's hapds. |

The plight of the Commmist Chinese comsumer is intensified by the
fact thet he also is deprived of consumer goods from other countries. Only
ten percent of China's imports in 1954 vere copsumer goods vherses vefore
"1¢heration” the figure vas over fifty percent. 2/

SOURCES
1. The First Five-Yesr Plan tmr :

2, Speech by Yeh Chi-chiang, Minister of Foreign Trade; =t the Hatlonal
People's Congress, 29 July 1953.
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Impracticability of New Chinese Commmnist Agricultural Plane

4t the Batiomal igricultursl Conference, which sdlourned in Peking
on 23 Desember 1955, meny 1957 originally planned crop production targets
ware re-scheduled for fulfillment in 19%6. Among the more signifieant
crope included vere grains, 190 millica tons 6.2 milliom tons over tbe
original 1957 target; and ginmned cotton, 1.T7 mililon tome. 137.000 tons
over the originel 1957 target; in addition, leaf tobacco, tes and silk
cocoon targets were also set in excess of origimal 1937 targets.

The grain target .
it indicates s return toward the 213 million tom 1357 target. which wes

wenent vas by far the most significsnt sinee

originally esnounced in 1953, and was later reduced to 152.8 million tons.
The feasidility of attaining this gosl is questioned, in view of the fact
that this pew grain goal represents an increase convidevably larger than
that registered from 195k o 1955. Furthermore, it will sgain require
btoth & largs incresse in ylelds per hectare over the 1555 reported bumper
grain harvest of 182 millton tons. This would necezsitate the use of
hyhrid seeds, chemical fertilizers snd pesticides on a scale not nmov
avwailable.

At the Conference, Chinese Commmniet economic plazmmers samounced that
they tapect to schieve these ambitious agricultural tergets prinsipally
through the rapid wide-spread dsvelopment of Agricultural Profucer Cooperatives
{:PC's), vhick are allegedly being enthusimsticaliy established by the
peasants. In this mw&; on 25 Jermary 1356, Minister of ‘griculture
fiao Lu~yen, commenting on the success of Chairman Mao and the Central
Committee of the CCP in correcting the meny abuses and defects of existing
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APC's, said: "The situation in our ecuntry hes been changed hasically
since the latter half of 1955, afier the fundementsl prodlems concerning
agricultural cocpsratives hed been solved by Chalrman Mao and the Centrsl
Comnitctee of the CCP., With the exception of & amall number of well-to-40
pessants, rich pessants, and former landlords, the Socisitat aggressiveness
of the majority of the peassnis has been increased to en all time high, thus,
starting s high tide of Socialist revolution in the rursl sreas of Chins.”
Hovevay, the oversll value snd signifiecsnce of AFC's in bearing the
s 0r shave of responsibility in effecting & sizesble incresse in the 1956
crop barvest over that of last year's bumper narvest ie highly que sticnable,
sspecially in the light of the i March 1556 edition of the People’'s Delly

vhich evaluates the APC movement as follows: “Becauss of the rapid development

of sgricultural cooperativization, some problems of the KPC's have not yet
besn sdeguately solved. Therefore, the urgent tesks at present are %o
improve and consolidate APC's and to prepare for spring farning. Cooperatives
vhich are being merged or transformed into high-siage cooperatives sbould
try to finish their work speedily snd turn their sfforte to spring farming.
Coaperatives which have not yet been merged or transformed intc high-stage
cooperatives should remsin es they are for the tims veing."

Thus, it is quite posaidble that the APC movement could lose vhatever
advantages it is believed to possess becsuse of lasck of orgsnization,
nismensgerent and too repid, forced development. If such proves to te the
cage, it would probably have & deprescing, mther than stimilating effect
on eurrent crop preduction.

SOURCES
1. Redio Broadcost,:83tDecézber 1955,
2
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SOURCES (eomt.)

2.

3.

Report by the Vice Premier and Cheirman of the State Flamning Commi
i Fuechun, at gt L i gmzm,
-ab ‘19&,% ] the second session of the Pirst National People's Congress,

Report by the Deputy Director of the Rural Work Department of the
Centrel Committes of the CCP, Ifac Lu-ye e Gdmdn
Conference, 25 Janvary 1956, Lu-yen, at the Buprems State

3
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BeneTits of Industrislizatien for the Peusant

"The peasants not only demend o couparatively long-range target for
sgricultural production, but have slso made a geries of requests covering
their material and culturel livelikood. After having developed mgricultural
production and increased their income » the brosd masses of pessants demand
repairs for their houses, nev houses and an improvement in their living
conditions. Under conditions of increasing production, their demands are
appropriste and we must strive to fulffll them.” 1/

Further on in his speech Liso lu~-yen states, "Thus one can predict that
this LO-article drsaft program for developing China's sgriculture is to be
eventually realized by the peasants themselves, using their own financial
snd material resources. These tasks include agricultural cooperatives,
higher sgricultural producticn, promotion of bigher-production messures,
forestetion; development of animal husbandry, fishery, handicraft industry;
elimination of 1lliterscy among the peassnts; establishment of primary schoole,
ingtaliation of broadcssting receivers, development of cultural and physical
cultural activities; improvement of public health work and living conditions
in rural aress, and shsorption of uremployed personnel in urben sreas to work
in the rural avess.”

The sbove statement contradicts Limo's earlier statement that the state
must strive to fulfill the above mentioned conditions.

He further siatea, "Of course, the Govermment will also do {t® best
to support the pessante financilally and tachnically. However, the smount put
out by the State will not be hery large, especislly during the next several
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yesrs. If everything were dependent on the State or State invesiments, the
finsnces of the State would not be efequate. As a result the carrying out

“of their tasks }taulf ‘be impossible, or a large emount of the State's finsmcisl
vesources would be directed to this field, thus redvecing industrisl investments
and delayingz Soclalist industrislizstion.”

Id effect, what Limo is seying is that the agricultural sector of the
econowy has to support the industrial sector s&s well as its own without any
revard. This le contrary to hie statements that the Btate would help to
improve the peasanis' living conditions.

In Liso's speech, he also states, "Once the drsft program for developing
China's sgriculture is realized, we will have e large domestic market with an
astonishingly high purchasing pover.” If according to his previous statement
that egriculture, that is the pessant, is to be the mein support for their
infustrislization program, this would necessitate forced savings, compulsory
bond purchases and plowing back of sgricultural income into infustrial
investment. Thus, the so-called high purchasing pover will provide little
or no inecreage in market goods for the ordinary consumer.

SOURCES
1. BReport of the Deputy Director of the Rural Work Department of the

Central Coummittee of the Chinese Communist Party, Liso lu-yen, at the
Supreme State Conference, Janusry 25, 1956.
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Chinese Villaze Reaction to Forced Procurenent of Grain

The scercity of food or as the governpent states, "the increasing demand
for food,” led the govermment in 1555 to introduce the morve stringent policy
known ag the “Three Measures,” & house-by-house dstermination of the amount
of food crops to be produced, to be sold to the State, and to be bought from
the State. 1/

Raturelly, popular feelings about this system can not be voiced in the
preas, hovever, & geptenber editorial revealed their feelings in & curious
formils: “one guarter of the villages are 90 percent content; half are
20 to 30 percent content; the remsining quarter are still full of problems.” 2/
SOURCES
1. Rsdio Brosdeast April 28, 1955.

2. People's Deily, 27 September 1955.
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Discriminsation in Communist China’s Food Rationing System

one usumlly mssociates food-rationing with war or femine. Chins is not
at wer, snd claiss to have plenty of food, plus enough for exports to ascure
heavy industrisl equipment. Yet even the pessanta’ food is raticned so that
wany are forced onto & subsistence dlet of sveet potatoes. Becsuse of the
disproportionste allocation of investment furds froz the sgricultural sector
to the industrial sector of the scohoy to weet the industrislication reguire-
mentes of the Peking regime, and because the per capits svallsbility of food
in present day Thina is actually sbout ten percent less then the aversge for
the period 1531-1937, strict rationing smust now be snforced.

The new rationing system, which was introduced in November 1945, is
composed of two sets of regulations, one for citien and one for villages.
Altbough these mev regulations are reportedly based on the fudsentsl precept
of aquglity petveen clties and villages in sharing the existing supply of
foodstuffs, inequality ie still wvery much in evidence,

In the villages, the crops are purchessd from the farmer by the State,
which perwmits the farmer to keep a "sufficlent” amcunt of his crop and which
purportedly stends ready to sell back food t0 the farmer in time of need -
st prices higher then originally paid to the farmer. Hovever, in some villages
vhere bunper harvests are obiained, the People's Dally says some farmers atill
maike wine from rice, thus implying either laxity on the part of State grain
eolisctors or sizeable crop withlolding on the part of some farmers. On
the other bend, farmers living in sreas of aversge or sub-aversge crop harvests
heve no opportunity to withhold mach if any of their crops, and are therefore
more dependent on the State then farmers living in aress of bumper harvests.
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In the cities, iz and minime ssounta of food are 1laid dowmn as
rations for city-dwellers, vwho sre divided into nine different categories
secording to occupetion and age- As svidence of imequality, cities, tovns
and industrial areas are nov officielly yeported to be batter provided with
foodstuffs than the villages. Hovever, some cities wiih fewer industrisl
vorkers receive lass than before, &s the People's Daily reported that In
Septenber 1355, 235 major towns recolyed ten percent (125 million k{los)
jess food then in September 1954, end 17 percent less ia October 1955 than in
October L9Hk. |

The preseribed retions favor urben industrial workers snd governpent
apployees. Peicing, the seat of the government, 1s particularly well supplied,
receiving {ts food from 18 provinees snd Imner Mongolie. The Toreign
diplomats and technicel sdvisers sre the only ones specifically exsapted from
retioning in these nev regulations.

Tt is clear that the discrimdnatory rationing systen is velghted against
the pessant and mdy be the caues of resentment in the countryslde against the
favored urben workers, especlally in & poor C«IYp year.

1. Radic Brosdosst, 25 August 1955«
. Pegple's Datly, 6 Novesber 1555-
3. People's Deily, 23 October 1955

4. Ta-Kung Pac, Tientein, 5 September 1535.
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Discrimination against the Farmer in Chinese Commnist
Price-Fixing Policy

A4 significant decline in farm purchasing pover under the Chinese
Communist regime has teken plece due to grester increases in prices of urban
products compared vith agricultural products. Pypical of this decline is the
price of rice in Shanghai compared with the price of cloth -- the two main
commodities involved in rural-urben exchange. In 1936, in terms of &verage
Shanghal prices, ome plcul {110 pounds) of rice could be exchanged for
1.15 polts (of LO yards esch) of cloth. 1In contrast, under the Commnists,
price quotations in the Shanghai Te Kmg Pao show that in October 1950 one
pieul of rice was equivalent in value to .67 bolt of cloth and in Pebruary
1951 one picul of rice vwas equivalent to 15 bolt of cotton cloth. Average
shenghal prices for 1952 guoted in the Shanghai Hsin.wen Jih-pso show that
& plcul of rice could be exchanged for .30 polt of cloth in that year.

The 195¢ ratic of prices for rice and cloth has continued throughout
1954 although there has been & sharp rise in production of cotton cloth and
a much slover rise im output of food crops. Therefore Chinese Cormunist price
policies run counter to the price relationships tha: could be sxpected to
prevail in & free market aystem and cause & hidden burden on the peasant

by sharply restricting his abllity to purchsse urban products.
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